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Thank you for participating in our 8/10/06 meeting.  

During the meeting the DRG discussed the types of Demand Resources that will be eligible to participate in the Forward Capacity Market (FCM), as well as the performance criteria for determining Capacity Value.  Below is a summary of the issues discussed by the group:

Eligible Resource Type Definitions:
The group discussed ISO-NE’s proposed definitions of Energy Efficiency, Load Management and Distributed Generation which were derived from the definitions developed for the Transition Period market rules.  Several proposals were made to modify and/or enhance the definitions:
· Expand the definitions to define Measures to include products, equipment, systems, services, and/or practices.

· Include language in the definition of Distributed Generation to allow for forecasted load growth at a customer facility.
· Revised the definition of Distributed Generation to be similar to the definition used in the Market Rules during the Transition Period, specifically the language limiting the size to 5 MW or customer’s most recent peak load.
· National Grid suggested adding a definition for Distribution Efficiency which would be energy efficiency measures implemented on the T&D system rather than at a retail customer’s home or business.  National Grid will develop a proposed definition for the group to consider.

New versus Exiting Capacity and Size Limitations:
There was general consensus among the group on ISO-NE’s proposed definitions of New versus Existing Capacity and Size Limitations with a few proposed revisions and comments:

· DR eligible to receive Transition Payments during the period 6/16/06 to the first FCA will be considered Existing Capacity if the resources elect to participate in the FCA.

· Given that the FCA allows for resources to offer capacity for as short as a one (1) year commitment period, the group believed the minimum Measure Life should be equal to or greater than the Commitment Period made by the DR resource in the FCA.

· The ISO-NE should explained its review of 5 MW or larger DR resources is based on Operational Requirements.
Performance Hours:

The group discussed ISO-NE’s proposed definitions for On-Peak, Seasonal Peak and Shortage Hours and how the definitions would be applied by Resource Type. The following issues were discussed:
· Some forms of Distributed Generation (such as combined heat and power projects) should be allowed to elect the option of being evaluated using On-Peak hours because their “stable” load reduction was more like Energy Efficiency than Load Management or Real-Time Demand Response.

· There was general consensus on the use of Weighting Factors to differentiate between the value of load reductions during Shortage Hours and Seasonal Peak Hours; however some cautioned that the use of Weighting Factors for Supply Resources in the EFORd calculations would only be used during the Transition Period. 

Setting Capacity Value for Forward Capacity Auctions (FCA)

The group spent time discussed the basic requirements of the FCA that capacity be offered for 12-months and how this requirement would impact DR that has capability limited to a single season, such as air conditioning. The group discussed how Composite Offers could be structured to allow resources with summer or winter only capability to partner with other resources to develop a 12-month offer.  The following issues and concerns were raised by the group:
· It was suggested that the Settlement Agreement did not require DR resources to make offers into the FCA based on their Summer Rating.

· Several members raised the concern that a DR’s FCA offer must include the Reserve Margin and T&D loss factor however these values will not be know in advance.  ISO-NE suggested that the Reserve Margin and T&D loss factors be fixed a the time of the FCA based on the information and assumptions made in setting the ICR for the FCA.  
Determining Delivered Capacity Value:

The group discussed how monthly Capacity Values would be calculated for DR.  ISO-NE proposed a methodology that calculated hourly Capacity Values similar to how Supply resources will be evaluated for performance penalties and credits.  Several members noted that on Page 41 of the Settlement Agreement that “Demand Resources shall be exempt from the availability penalties and credits”.  As a result, the discussion reverted to using a methodology to calculate monthly Capacity Values similar to that used in the market rules for the Transition Period. 
Next Steps:
The group agreed to form a subgroup to develop draft market rule language for how DR would be Listing, Delisting and Retire with ISO-NE.
The next DRG meeting is scheduled for August 25th in Sturbridge, Massachusetts.  

Regards,

Bob Laurita
Supervisor, Demand Response
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